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Independent Auditors’ Report 
 
To The Honorable Members of 
  The Administrative Board 
Auburn-Williams Fire Protection District 
Bay County, Michigan 
 
 
We have audited the accompanying general purpose financial statements of the Auburn-
Williams Fire Protection District, Bay County, Michigan, as of and for the year ended 
December 31, 2006, as listed in the table of contents.  These general purpose financial 
statements are the responsibility of the District's Board.  Our responsibility is to express 
an opinion on these general purpose financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the general purpose financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the general purpose financial statements.  An 
audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall general purpose financial 
statement presentation.  We believe that our audit provides a reasonable basis for our 
opinion. 
 
In our opinion, the general purpose financial statements referred to above present fairly, 
in all material respects, the financial position of the Auburn-Williams Fire Protection 
District, Bay County, Michigan, at December 31, 2006, and the results of its operations 
for the year then ended, in conformity with accounting principles generally accepted in 
the United States of America.    
 
 

 
 
Midland, Michigan 
May 17, 2007 
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AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

For the Year Ending December 31, 2006 
 
This document is required by GASBS No. 34 and 37 as part of the Auburn-Williams Fire 
Protection District’s (the “District”) basic financial statements.  The purpose of this 
document is to provide a narrative overview and discussion of the financial activities of 
the District for the period covered by the financial statements. 

The MD&A is specifically designed to: 1) assist the financial statement reader in 
focusing on significant financial issues; 2) provide a broad scope overview of the 
District’s financial activities; 3) identify and explain changes in the District’s financial 
position from 2005 to 2006 and 4) highlight any individual funding source issues or 
concerns. 

Since the MD&A is designed to present basic financial information in a narrative, 
executive summary format, the reader is encouraged to consider the information 
presented here in conjunction with the District’s audited financial statements. 

Questions concerning any of the information provided in this report or request for 
additional information should be addressed to Mr. Clifford Vennix, Chairman, Auburn-
Williams Fire District, 1090 W. Midland Road, Auburn, MI 48611. 

This MD&A is intended to serve as an introduction to the District’s basic financial 
statements. The District is a special-purpose government agency engaged in 
governmental-type activities. The District provides fire fighting, medical and rescue 
services to residents and visitors to the City of Auburn and Williams Charter Township, 
Bay County, Michigan. 

As a special-purpose government agency, only fund financial statements are presented as 
the basic financial statements and are comprised of two components: 1) fund financial 
statements and 2) a series of notes to the financial statements.  These provide information 
about the activities of the District as a whole and present a longer-term view of the 
District’s finances.  This report also contains other supplemental information in addition 
to the basic financial statements themselves. 

The District as a Whole 

The Statement of Net Assets and the Statement of Activities report information about the 
District as a whole in a way that helps the reader determine whether the District’s 
financial position changed substantially from the prior year.  These statements include all 
assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private-sector companies.  All of the current year’s revenues 
and expenses are taken into account regardless of when cash is received or paid. 
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Financial Highlights 

• District’s assets exceed its liabilities by $808,703 

• Net assets increased by $12,968 

• Revenues increased $54,134 to $252,128 

• Operating expenses increased $37,962 to $239,160 

Fund Financial Statements 

The District’s financial resources are reported in a governmental fund.  Accounts are 
grouped into funds to maintain control over money that is for specific purposes, activities 
or objectives.  The District, like other agencies operated by state and local governments, 
uses fund accounting to ensure and demonstrate compliance with legal requirements. 

Using this Annual Report 

The District’s annual report consists of financial statements that combine information 
about its current funds.  External auditors provide an opinion that the District’s financial 
statements are fairly stated.  An independent auditors’ report is located immediately 
before the MD&A.  The auditors provide varying degrees of assurance regarding the 
other information included in this report.  A user of this report should read the 
independent auditors’ report carefully to determine the level of assurance provided for 
each of the other parts of this report. 

Reporting the District’s Funds 

The District’s financial statements provide detailed information about the District’s 
funds.  The District establishes funds to help it control and manage money for particular 
purposes, or to show that it is meeting legal responsibilities for using grants and other 
money. 

The focus of funds is on income measurement, which, together with the maintenance of 
net assets, is an important financial indicator.  The evaluated statements include the 
Governmental Fund Balance Sheet/Statement of Net Assets and Statement of 
Governmental Revenue, Expenditures, and Changes in Fund Balance/Statement of 
Activities. 

Statement of Net Assets reports the District’s current cash assets with its capital assets, 
buildings and apparatus for example, and its long term debt obligations to demonstrate 
whether the District has the wherewithal to meet upcoming financial obligations.  One 
can think of the District’s net assets (the difference between assets and liabilities) as one 
way to measure the District’s financial health or financial position.  Over time, increases 
and decreases in the District’s net assets are one indicator of whether its financial health 
is improving or deteriorating. 
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Statement of Activities reports the District’s income and where it came from.  It also 
compares how much money was spent in relation to how much was received. 

The Statement of Activities reflect an increase in revenue due to this year’s receipt of 
grant revenue.  Expenses increased by 18.8% due largely to increases in maintenance 
expenses for equipment. The combination of an increase in revenue and an increase in 
expenses resulted in a slight increase in net income of $12,968 from the prior year. 

Economic Factors 

The District depends on the City of Auburn and Williams Charter Township for its 
funding.  The 2007 budget has already been approved and no major changes are 
expected. 

Capital funds reflect a long term budget to replace and improve buildings, apparatus and 
equipment.  Funds available are in line with that budget. 

Significant economic factors affecting the District include: 

• Population growth in the municipalities it serves 

• Inflationary pressure on utility rates, supplies and other costs 

• Availability of grant income from many sources including FEMA and local 
foundations 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT
GOVERNMENTAL FUND BALANCE SHEET

STATEMENT OF NET ASSETS
December 31, 2006

Exhibit 1

General Fund
Modified Accrual Statement of

Basis Adjustments Net Assets
ASSETS

Cash and cash equivalents 63,529$              -$                    63,529$         
Prepaid expenses 4,715                  -                      4,715             
Capital assets, net -                         837,940          837,940         

Total Assets 68,244$              837,940 906,184

LIABILITIES
Note payable -$                       43,333            43,333           

Total Liabilities -                         43,333            43,333           

FUND BALANCE/NET ASSETS
Fund balance

Reserved - prepaid expenses 4,715                  (4,715)             -                     
Unreserved:

Designated - equipment purchases 46,751                (46,751)           -                     
Undesignated 16,778                (16,778)           -                     

Total Fund Balance 68,244                (68,244)           -                     

Total Liabilities and Fund Balance 68,244$              

Net Assets
Invested in capital assets 794,607          794,607         
Unrestricted 68,244            68,244           

Total Net Assets 862,851$        862,851$       

The accompanying notes are an integral part of the financial statements.
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AUBURN-WILLIAMS FIRE PROTECTION DISTRICT
STATEMENT OF GOVERNMENTAL REVENUE, EXPENDITURES, AND

CHANGES IN FUND BALANCE/STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2006

Exhibit 2

General Fund
Modified Accrual Statement of

Basis Adjustments Activities
REVENUES

Municipal income 196,950$                -$              196,950$       
Interest income 142                         -                142               
Grant income 50,396                    -                50,396          
Donations 1,640                      -                1,640            
Other 3,000                      -                3,000            

Total revenues 252,128                  -                252,128         

EXPENDITURES
Insurance 20,865                    -                20,865          
Bookkeeping 9,330                      -                9,330            
Audit 2,767                      -                2,767            
Operating supplies 47,907                    -                47,907          
Fire/Medical training 3,025                      -                3,025            
Utilities 15,065                    -                15,065          
Truck and engine maintenance 9,017                      -                9,017            
Building maintenance 8,050                      -                8,050            
Member medical 4,083                      -                4,083            
Capital outlay 56,997                    (56,997)         -                
Debt service:
   Principle payments - Fire pumper 21,667                    (21,667)         -                
   Interest payments - Fire pumper 2,539                      -                2,539            

Total expenditures before depreciation 201,312                  (78,664)         122,648         

Depreciation -                          62,364          62,364          

Total expenditures 201,312                  (16,300)         185,012         

Excess of revenues over expenditures 50,816                    16,300          67,116          

Fund balance/Net assets, beginning of year 17,428                    778,307         795,735         

Fund balance/Net assets, end of year 68,244$                  794,607$       862,851$       

The accompanying notes are an integral part of the financial statements.
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AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of the Auburn-Williams Fire Protection District (the “District”) 
conform to generally accepted accounting principles (GAAP) in the United States of 
America as applicable to governmental units.  The following is a summary of the 
significant accounting policies used by the District: 
 
A.  Reporting Entity 

     
The District operates under a joint agreement created by the City of Auburn and Williams 
Township in Bay County, Michigan.  The agreement was created in 1980 to form a fire 
protection district comprising the entire area of these two governmental units.  The District 
is governed by an Administrative Board with each unit of government appointing three 
members to the Board whose terms shall be from two to six years.  Consequently, the 
District’s ability to provide services is dependent upon the continued support of these two 
units of government. 
 
The District has implemented GASB Statement No. 14, The Financial Reporting Entity 
and Statement of Michigan Governmental Accounting and Auditing No. 5, which defines 
the reporting of primary government and component unit activities.  The basic criterion for 
including a governmental department, agency, institution, commission, public authority or 
other governmental organization in a governmental unit’s general purpose financial report 
is the exercise of financial responsibility over such agencies by the governmental unit’s 
elected officials, the selection of the governing authority, the designation of management, 
or the ability to exert significant influence on operations. 
 
B.  Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

 
The financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenue is recognized as soon as it is 
both measurable and available.  Revenue is considered to be available if it is collected 
within the current period or soon enough thereafter to pay liabilities of the current period.  
For this purpose, the government considers revenues to be available if they are collected 
within 60 days of the end of the current fiscal period.  Expenditures generally are recorded 
when a liability is incurred, as under accrual accounting.  However, debt service 
expenditures, expenditures relating to compensated absences, and claims and judgments 
are recorded only when payment is due. 

 
 
 
 
 
 
 
 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

C. Assets, Liabilities, and Net Assets 
 
 Bank Deposits and Investments 

 
Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with a maturity of three months or less when acquired.  Investments are 
stated at fair value. 

  
 Receivables 
 
 All receivables are shown net of allowance for uncollectible accounts, if any. 
 

Capital Assets 
 

Capital assets, which include property, plant and equipment, are reported in the statement 
of net assets.  Capital assets are defined by their government as assets with an initial 
individual cost of more than $5,000 and an estimated useful life in excess of one year.  
Such assets are recorded at historical cost or estimated historical cost if purchased or 
constructed.  Donated capital assets are recorded at estimated fair market value at the date 
of donation. 
 
Property, plant and equipment is depreciated using the straight-line method over the 
following useful lives: 
 
   Buildings    50 years 
   Equipment    3-20 years 
   Vehicles    20 years 

 
Fund Balance 
 
The District reports reservations of its fund balance for amounts that are not available for 
appropriation or are legally restricted by outside parties for use for a specific purpose.  
Designations of fund balance represent tentative management plans that are subject to 
change.  
 

 Use of Estimates 
 

The process of preparing financial statements in conformity with generally accepted 
accounting principles requires the use of estimates and assumptions regarding certain types 
of assets, liabilities, revenues, and expenditures.  Such estimates primarily relate to 
unsettled transactions and events as of the date of the financial statements.  Accordingly, 
upon settlement, actual results may differ from estimated amounts. 

 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 Compensated Absences 
 

The District does not have any vacation, sick time or other benefits, which meet the 
requirements for recording compensated absences.  Accordingly, no liability has been 
recorded for compensated absences. 

 
NOTE 2.  STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 

Budgetary Information 
 
Annual budgets are adopted on a basis consistent with generally accepted accounting 
principles.  All annual appropriations lapse at fiscal year end.  The budget document 
presents information by fund, function, department or activity, and line items.  The legal 
level of budgetary control adopted by the governing body is at the fund level.  During the 
year, the District operated within its approved budget. 
 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 3.  DEPOSITS AND CASH EQUIVALENTS 
 

Michigan Compiled Laws, Section 129.91, authorizes the District to make deposits and 
invest in the accounts of federally insured banks, credit unions, and savings and loan 
associations which have an office in Michigan.  The District is allowed to invest in bonds, 
securities, and other direct obligations of the United States or an agency or instrumentality 
of the United States; United States government or federal agency obligations; repurchase 
agreements; bankers acceptances of United States banks’ commercial paper rated within 
the two highest classifications which mature not more than 270 days after the date of 
purchase; obligations of the State of Michigan or its political subdivisions which are rated 
as investment grade; and mutual funds composed of investment vehicles which are legal 
direct investment by local units of government in Michigan. 
 
The District’s deposits and investments are in accordance with statutory authority. 
 
Cash and Cash Equivalents, as of December 31, 2006, consist of cash in bank checking, 
savings, and certificates of deposit accounts totaling $75,608, which is entirely covered by 
federal deposit insurance.  The book value of these deposits at December 31, 2006 was 
$63,529.   

 
Investment and Deposit Risk 
 

Custodial Credit Risk – Deposits.  Custodial credit risk is the risk that in the event of a 
bank failure, the District’s deposits may not be returned.  The government does not have a 
deposit policy for custodial credit risk.  At year end, the District had $0 of bank deposits 
(certificates of deposit, checking and savings accounts) that were potentially uninsured and 
uncollateralized. 

 
Custodial Credit Risk – Investments.  For an investment, custodial credit risk is the risk 
that, in the event of the failure of the counterparty, that Auburn Williams Fire Protection 
District will not be able to recover the value of its investments or collateral securities that 
are in the possession of an outside party.  At year end, the District had no investments. 
 
Interest Rate Risk.  Interest rate risk is the risk that the value of investments will decrease 
as a result of a rise in interest rates.  State law limits the allowable investments and the 
maturities of some of the allowable investments.  The District’s current investments have 
no potential interest rate risk. 

 
 
 
 
 
 
 
 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 4. CAPITAL ASSETS 
 
           Capital asset activity of the District for the current year was as follows: 
 

Governmental Activities 
 Beginning 

Balance 
 

Increases 
 

Decreases 
 Ending 

Balance 
Capital Assets Being Depreciated 
  Buildings 
  Equipment 
  Vehicles 

$  411,946
65,316

876,283

$   56,997
            -   
           -  

 
$          - 
            - 
             -    

 
$  468,943

65,316
876,283

Subtotal  1,353,545       56,997              -     1,410,542
Less Accumulated Depreciation for 
  Buildings 
  Equipment 
  Vehicles 

 
216,272
38,111

255,855

13,148
5,402

      43,814

 
            - 
            - 
            -   

 
229,420
43,513

299,669
Subtotal  510,238 62,364              -     572,602
Net Capital Assets Being 
  Depreciated 

 
  843,307  (5,367)               -       837,940 

Governmental Activities Capital 
  Assets – Net of Depreciation $  843,307

 
 $   ( 5,367)   $           -   

 
$  837,940

 
 
NOTE 5.  ECONOMIC DEPENDENCY 
 

Revenue appropriations from the City of Auburn and Williams Township during the year 
ended December 31, 2006, represented approximately 78% of the District’s total revenue.  
The revenue amounts of each governmental unit are determined on a proportional basis 
with City of Auburn contributing 30% and Williams Township contributing 70% of the 
appropriated revenue. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2006 
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NOTE 6.  LONG-TERM DEBT 
 

A schedule of long-term debt at December 31, 2006, and changes therein , are summarized 
as follows: 
 

   
  January 1, Additions  December 31, 
   2006 (Reductions)  2006 
 
Note payable to Chemical Bank 
and Trust Co., due in annual 
installments of $21,667 plus 
interest at 4.25% through October 
2008, secured by CSI emergency 
apparatus.   $         65,000  $       (21,667)   $       43,333  
       
       
  Year Ended     
  December 31,  Amounts   
       
  2007              21,667    
  2008              21,666    
     $         43,333    
       
       

NOTE 7.  RISK MANAGEMENT 
 

The District is exposed to various risks of loss related to property loss, torts, errors and 
omissions, and workplace injuries (workers compensation).  The District purchases 
commercial insurance to cover the risks of these losses.  Settled claims relating to 
commercial insurance have not exceeded the amount of insurance coverage. 

 
 
 



AUBURN-WILLIAMS FIRE PROTECTION DISTRICT
BUDGETARY COMPARISON SCHEDULE

For the Year Ended December 31, 2006

Exhibit 3

(Over)
Original Amended Under
Budget Budget Actual Budget

REVENUES
Municipal income 196,950$      196,950$      196,950$       -$              
Interest income -                -                142                (142)              
Grant income -                50,396          50,396           
Donations -                1,640            1,640             
Sale of asset -                -                -                -                
Other -                3,000            3,000             -                

Total revenues 196,950        251,986        252,128         (142)              

EXPENDITURES
Insurance 19,000          20,900          20,865           35                 
Bookkeeping 8,400            9,500            9,330             170                
Audit 2,500            3,150            2,767             383                
Operating supplies 54,350          55,068          47,907           7,161             
Fire/Medical training 7,750            4,665            3,025             1,640             
Utilities 15,600          16,200          15,065           1,135             
Truck and engine maintenance 6,000            9,017            9,017             -                
Building maintenance 10,360          13,806          8,050             5,756             
Member medical 7,890            4,500            4,083             417                

   Debt service:
       Principle payments - Fire pumper -                21,667          21,667           -                
       Interest payments - Fire pumper -                2,544            2,539             5                   

Miscellaneous 2,000            500               -                500                
Capital Outlay -                58,496          56,997           1,499             

Total expenditures 133,850        220,013        201,312         18,701           

Excess of revenues over expenditures 63,100          31,973          50,816           (18,843)$       

Fund balance, beginning of year 17,428          17,428          17,428           

Fund balance, end of year 80,528$        49,401$        68,244$         
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